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PROVING THE TOP LINE
Supporting Lost Sales in a Lost Profits Case
By S e re na  M o ro n e s , C P A /A B V , ASA
Proving lost sales can be the most dif­
ficult, yet most pivotal aspect of a lost 
profits case. The size of the “top line” 
can have a significant impact on the 
damage conclusion, sometimes more 
significant than any other compo­
n en t of the damage m odel. Yet, 
sometimes the expert fails to build a 
solid case for lost sales either by rely­
ing too much on industry experts 
with little experience in the rigors of 
litigation, or by trusting the results of 
a theoretical projection model with­
out offering tangible support for the 
model’s conclusion.
The most effective damages expert 
will combine both a logical theoreti­
cal approach to predict lost sales with 
industry expertise and tangible evi­
dence to bring common sense credi­
bility to the damage opinion. This 
article discusses three theoretical 
models for proving lost sales and sug-
Before-and-After Approach
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gests ways to integrate industry exper­
tise and factual evidence to add credi­
bility to lost sales opinions.
BEFORE AND AFTER
An expert may use the sim plest 
model for determining lost sales by 
assuming that the historical sales 
trend before the wrongful act would 
have remained consistent into the 
future, but for the harmful act. Sales 
before the harmful act are compared 
to sales after the harmful act, and the 
resulting decline is assumed to be 
attributed to the harmful act. This 
model only works when a history of 
sales exists before the harmful act, 
and additional factors don’t have a 
significant impact on the level of sales 
during the evaluated period.
The Before-and-After model may 
be one of the most compelling and 
intuitive approaches to proving lost
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sales and often should be used if cir­
cumstances permit. The model gen­
erates a visually appealing graphic 
that can even help support the liabil­
ity case, due to the visual confirma­
tion of harm.
However, although this model is 
intuitively appealing, the expert 
should realize that it is a hypotheti­
cal model and should be supported 
by market research and case facts in 
order to convince a jury or judge.
Suppose, for example, an apparel 
m anufacturing company suffered 
from a breach of contract with one of 
its key distributors, which resulted in 
a significant loss of sales. However, at 
about the same time, a key marketing 
employee left the company. In addi­
tion, the company’s growth trend 
before the breached contract was 
partially based on a consumer fash­
ion trend that could suddenly evapo­
rate. These examples of extrinsic fac­
tors illustrate that a damages expert 
cannot rely merely on the results of a 
model to project sales into the future 
without evidence that corroborates 
the results of the formula.
In the previous exam ple, an 
industry expert could testify that the 
apparel company could have sus­
tained its market share during the 
damage period, regardless of the 
uncertainty of the previous fashion 
trend. To support the positive pro­
jected sales trend, the expert could 
obtain public m arket research 
reports that support industry growth 
rates or identify specific opportuni­
ties and challenges, such as those 
related to competition, that could 
have been experienced by the com­
pany during the damage period.
The damages expert may con­
sider performing customized market 
research within the p laintiff's spe­
cific market to support the existence 
of market share. Even interviews with 
employees or customers who wit­
nessed the impact of the harmful 
event can add credibility by provid­
ing anecdotal evidence that supports 
the existence of market demand or 
the ability of the company to sustain 
sales w ithout the key m arketing 
employee. Jurors, judges, and arbi­
trators often favor the testimony of a 
credible fact witness over the theo­
ries of paid experts.
YARDSTICK APPROACH
Even if the company or business 
activity has no prior sales history, the 
yardstick or benchmark approach 
may be employed. Also, when a com­
pany has a sales history, but the com­
pany expected sales to be greater 
than or less than historical revenues, 
the yardstick approach may be used 
to support a departure from the his­
torical amounts. The “yardstick” rep­
resents another product, service, or 
company within the industry that 
can reasonably be compared with 
the damaged company or product. 
The expert assumes that the dam­
aged company would have p e r­
formed as well as the yardstick, if not 
for the wrongful act.
One must carefully select a truly 
comparable yardstick to use this 
approach successfully. Although a par­
ticular yardstick may appear compara­
ble on the surface, building a solid 
case for comparability can be elusive.
A CASE IN POINT
For example, in a case in which an 
athletic footwear company failed to 
manufacture and sell a signature line 
of footwear and apparel for a partic­
ular athlete, the expert examined 
o ther a th le te  signature lines of 
footwear and apparel to determine 
the expected size of the plaintiff ath­
lete’s line. The expert believed that 
sales data from other athlete signa­
ture lines most closely predicted the 
potential performance of the plain­
tiff athlete’s line. However, signifi­
cant challenges existed when com­
paring levels of popularity  and 
perceived market image between 
various professional athletes. In the 
course of the ensuing arbitration, 
debate was unending regarding the 
comparability of one athlete with 
another, because of the subjective 
nature of fashion and popularity.
The yardstick concept can also be 
used to predict expected rates of 
change in the market, as opposed to 
determining actual sales. In the same 
case involving a footwear company’s 
failure to produce an athlete signa­
ture line, the expert studied the sales 
growth rate of sports equipm ent 
endorsed by the same athlete to 
determine the market impact of a 
temporary decline in the athlete’s 
performance.
In the chart on page 3, the sales 
index line represents the sales trend 
of endorsed sports equipment, and 
the performance index line repre­
sents a measure of the athlete’s per­
formance. These data indicated that 
consumers did react, although with a 
delay, to changes in the athlete’s per­
CPA E xpe rt, S u m m e r 2 0 0 4 ,  V o lu m e  1 0 ,  N u m b e r 1 . P ub lish ed  b y  th e  A m e ric a n  In s t itu te  o f C e rtifie d  P ub lic  A c c o u n ta n ts . C o p y r ig h t ©  2 0 0 4 ,  by  th e  A m e ric a n  In s t itu te  o f  C e rtifie d  P ub lic  A c c o u n ta n ts , 
H a rb o rs id e  F in a n c ia l C en te r, 2 0 1  P la za  T hree , Je rse y  C ity , N .J. 0 7 3 1 1 - 3 8 8 1 .  P rin te d  in  th e  U .S .A . S u b s c r ip tio n  ro te s : $ 7 6  a yea r; fo r  AICPA m e m b e rs , $ 7 2 ;  fo r  m e m b e rs  o f  th e  AICPA CS S e c tio n , $ 3 6 .  To 
o rd e r ca ll 8 8 8 - 7 7 7 - 7 0 7 7 .  CPA E x p e r ts  d e s ign ed  to  p ro v id e  t im e ly  n o n a u th o r ita fiv e  in fo rm a tio n  o n ly . It  does n o t p ro v id e  le ga l ad v ice . The v ie w s  o f  th e  au th o rs  and e d ito rs  are  th e ir  o w n , n o t th o se  o f th e  AICPA.
EDITORIAL ADVISERS
R. James Alerding, CPA/ABV 
Clifton Gunderson, LLC 
Indianapolis, Indiana
Robert E. Duffy, CPA/ABV, CFA, ASA 
Brueggeman and Johnson, PC
Seattle, Washington
Ronald L .Dutkin, CPA, CFE, CIRA 
KPMG
Los Angeles, California
Nancy J. Fannon, CPA/ABV
Baker, Newman & Noyes
Portland, Maine
Thomas E. Hilton, CPA/ABV 
Anders, Minkler & Diehl, LLP
St. Louis, Missouri
Sandra K. Johnigan, CPA
Dallas, Texas
Harold G. Martin, Jr.
Keiter, Stephens, Hurst, Gary S Shreaves, PC 
Glen Allen, Virginia
Susan L . Mueller, ASA James S. Rigby, Jr., CPA/ABV Steven E. Sacks, CPA
CONTRIBUTING EDITORS
Gary R. Trugman, CPA/ABV James R. Hitchner, CPA/ABV Eva M. Lang, CPA, ASA
M ANAGING EDITOR
William Moran
The Phoenix Group, Inc. The Financial Valuation Group Fair Lawn, New Jersey Trugman Valuation Associates, Inc. The Financial Valuation Group The Financial Consulting Group wmoran@aicpa.org
Cincinnati, Ohio Los Angeles, California Rockaway, New Jersey Atlanta, Georgia Memphis, Tennessee
2
Summer 2004 CPA E xpert
formance. The expert then applied 
those same sales decline and recov­
ery rates to the expected sales of the 
athlete signature line that should 
have been produced during the 
same time period. Although this 
analysis may contain some weak­
nesses in comparability, the expert 
found this yardstick offered the 
strongest evidence to support quanti­
fying a phenom enon such as the 
sales impact of an athlete endorser’s 
declining performance.
The greatest challenge with the 
yardstick approach is proving the 
link between the damaged entity and 
the yardstick. Therefore, the expert 
should take great care to develop evi­
dence to support comparability. The 
expert should consider specific mar­
ket research that will prove that the 
p roduct or service would have 
received market acceptance. This 
research could include focus group 
studies, consumer surveys, or indus­
try expert surveys.
In the athlete signature line case, 
the damages experts studied several 
national popularity surveys to sup­
port the assumption that the harmed 
athlete could have sustained a suc­
cessful signature line. Because of the 
critical need to support the compari­
son, the opinion of only one industry 
expert may not provide sufficient 
compelling support for the compara­
bility of the yardstick to the damaged 
entity; thus the damages expert may
Athlete Performance vs. Sales of Endorsed Equipment
find it valuable to obtain a consensus 
of several industry experts.
STATISTICAL FORECASTING
To do a statistical forecast, often a 
regression analysis, the expert identi­
fies the key predictors, or variables, 
both inside and outside the com­
pany that drive sales. Assume, for 
example, after six months of con­
tract performance, an apparel com­
pany loses a contract to produce a 
signature line of women’s jeans for a 
celebrity, because of a breach of con­
tract by the celebrity. To predict 
what sales would have been for the 
rem ainder of the contract, the 
expert uses a regression model.
The variables that could be consid­
ered in this regression model may 
include the historical sales of the 
jeans, industry sales of all jeans, total 
sales of the company (not including 
sales of the particular signature jeans), 
sales of other products endorsed by 
the celebrity, and even economic indi­
cators such as interest rates, consumer 
spending, or disposable income.
Regression analysis can provide a 
superior ability to express the influ­
ence of multiple factors on future 
sales. Under many circumstances, 
regression analysis can be consid­
ered more theoretically appropriate 
than other approaches.
However, a jury or judge may not 
comprehend the complex regression 
formula or obtain an intuitive grasp
of the interplay between several vari­
ables. The damages expert therefore 
risks p resenting  a sophisticated 
analysis that the judge or jury views 
with suspicion because they don’t 
understand the presentation.
Because statistical forecasting is 
highly theoretical in nature, the 
damages expert should always sup­
plement the model with common 
sense facts, such as industry expert 
testimony, anecdotal evidence, or 
m arket research. The damages 
expert should take care to demon­
strate the reason key variables were 
chosen and how these variables 
influence sales.
For example, the expert could 
interview the company’s retail dis­
tributors about the general popular­
ity and strength of the company 
brand in order to show that the 
trend in overall company sales has 
bearing on the sales of a particular 
product. Also, to support the use of 
industry sales as a regression vari­
able, an industry expert could offer 
an opinion that the overall strength 
of the market for signature jean- 
swear would have driven increases in 
the sales of this particular product.
To avoid confusing listeners, the 
expert may consider presenting only 
a few variables in detail and should 
also avoid using statistical terminol­
ogy to explain the mechanics of a 
regression model.
The CPA damages expert should 
not rely too much on either the out­
put of theoretical projection models 
or the unsupported opinion of an 
industry expert to determine lost 
sales. To prove lost sales in a damage 
analysis most effectively, the expert 
should take a balanced approach by 
combining theoretical models with 
industry expert testimony, case evi­
dence, market research, or customer 
surveys.
Serena Morones, CPA/ABV, ASA practices 
exclusively in litigation support and busi­
ness valuation in Portland, Oregon. In recent 
years, she has worked with Oregon’s lead­
ing attorneys to guide large and complex 
cases to successful damage conclusions. 
Contact Serena by visiting www.lit-val.com.
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Q&A ON BUSINESS VALUATION AND 
FORENSIC AND LITIGATION SERVICES
Questions from members; answers from AICPA professional sta ff and volunteers 
By Jam es F e ld m a n , C P A /A B V , M B A , and E le no ra  T in o co
The A IC P A ’s Business Reporting and  
Member Specialization Team, Business 
Valuation and Forensic &  Litigation  
Services division answers questions from  
AICPA members as one o f its services to 
members. Because several members have 
the same questions, we publish some o f 
our responses here.
QUESTION:
What reference sources would you 
recommend to learn about the valu­
ation of m edical practices and 
healthcare service organizations?
ANSWER:
Healthcare service organizations 
include such entities as medical prac­
tices, hospitals, clinics, and ambula­
tory surgery centers. They also 
include providers of specialized 
healthcare services, such as cancer 
treatment, diagnostic imaging, dialy­
sis centers, psychiatric care, and drug 
and alcohol rehabilitation, among 
other service areas. Valuing health­
care service organizations requires 
knowledge not only of business valua­
tion theory and applications, but also
of the unique variables of the subject 
healthcare entity, the industry, and 
the m acroenvironment, and how 
they influence the valuation analysis.
We recommend the following ref­
erence guides to learn about valuing 
healthcare service organizations:
• Cimasi, Robert J. A n  E x c itin g
Insight into the Healthcare Industry 
an d  M edica l Practice V a lua tion . 
Advanced Business Valuation Cer­
tificate of Educational Achieve­
ment (BVA CEA) Program. Jersey 
City, NJ: American Institute of 
Certified Public Accountants,
2002.
• Dietrich, Mark O. Medical Practice
Valuation Guidebook: Including the 
in flu en c e  o f  m anaged  care. San 
Diego, CA: Windor Professional 
Information, 2001.
• Hawkins, G.B. and Michael A.
Paschall. CCH Business Valuation
Guide. Chicago, IL: CCH Incorpo­
rated. Chapters 25 and 37.
• Hitchner, James, editor. Financial
Valuation: Applications and Models.
Hoboken, NJ: John  Wiley and
Sons, Inc., 2002. Chapters 18 and
19, pp. 646-748.
• Jones, Jeffrey D., and Thomas
L.West. The Handbook o f Business
Valuation. Second edition. New
York: John Wiley and Sons, Inc.,
1999. Chapters 24 and 30, p. 342.
• Pratt, Shannon P., Robert F.
Reilly, and Robert P.Schweihs.
Valuing Small Businesses and Profes­
sional Practices. Third edition. New 
York: McGraw-Hill, 1998. Chapter 
32, pp. 559-568.
• Reilly, Robert F., and Robert P
Schweihs. T he H andbook o f
Advanced Business Valuation. New
York: McGraw-Hill, 1999. Chapter
22, pp. 439-465.
• Tinsley, Reed et al., Valuation o f a
Medical Practice. New York: John
Wiley & Sons, Inc., 1999.
• Trugman, Gary R. Understanding
B usiness V a lua tion: A  P ractica l
Guide to Valuing Small to Medium­
sized Businesses. Second edition. 
New York: American Institute of 
Certified Public Accountants, Inc. 
AICPA Product Code No. 056600. 
Chapter 16, pp. 549-619.
For a detailed listing of references 
and research sources on this impor­
tant subject, refer to the two follow­
ing pieces containing valuable infor­
mation, provided courtesy of Robert 
James Cimasi.
James Feldman, CPA/ABV, MBA, is AICPA 
Manager of Business Valuation and Litiga­
tion Services (jfeldman@aicpa.org); Elenora 
Tinoco is a member of the AICPA Member 
Innovation team (etinoco@aicpa.org).
HEALTHCARE VALUATION RESEARCH SOURCES
By R o b e rt Jam es C im a s i, ASA, CBA, AVA, FCBI, CM A, CMP
The assessment of economic condi­
tions and future trends for busi­
nesses and professional practices is 
both an empirically based and a sub­
jective endeavor for consultants in 
their efforts to provide timely, useful 
management advisory services for 
the benefit of clients.
Among the types of pertinen t 
information to be considered are:
• The local economy.
• Industry and specialty trends, 
including com petition (which 
may be evaluated using such stan­
dard theoretical frameworks as 
the traditional MBA style, SWOT 
analysis as well as Michael Porter’s 
Five Forces Model).
• Supply and demand.
• Compensation.
• Expenses and costs.
• Financial statement analysis.
• Demographics.
• Technological developm ents 
impacting the practice of specialty 
medicine.
• Managed care.
• Alternative treatments and drugs.
• Regulatory and reimbursement 
trends in healthcare.
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Only through the collection and 
analysis of data within these areas of 
the industry can professionals arrive 
at educated and defensible conclu­
sions as required in financial analysis 
and consulting. For example, there 
is a great variability in the character­
istics of both the practice and prof­
itability of different healthcare ser­
vice entities in various m edical 
specialties. Information on trends 
affecting specific healthcare special­
ties should include changes in treat­
ment patterns, competition, reim­
bursem ent, and regulation. For 
many of the subspecialties, oversup­
ply and under supply issues and the 
corresponding impact of utilization 
demand and compensation trends 
are central to the analysis of poten­
tial future earnings and the value of 
established healthcare entities.
Inform ation on these various 
aspects of healthcare industry sectors 
and specialties may be found in trade 
press articles, medical specialty associ­
ations and their publications, national 
surveys, specialty accreditation bodies, 
governmental reports and studies, 
and elsewhere. Health Capital Consul­
tants (HCC) maintains a listing of 
medical specialty associations at 
www.healthcapital.com/healthcare_links.htm l . Many 
of these associations have regular pub­
lications that provide a wealth of data, 
including statistics and forecasts for 
their respective industry sector or spe­
cialty.
Many of the following selected 
and categorized sources have been 
excerpted from HCC’s valuation 
research bibliography, “Additional 
Sources of Information,” which is 
available under “Free Reference 
Materials” at www.healthcapital.com.
Research and industry data pro­
vide the foundation for consulting 
engagements and are integral com­
ponents of the observations and con­
clusions reported to clients. These 
observations and conclusions can 
only be as accurate as the quality of 
the underlying research data. Con­
sultants and analysts most often are 
not able to conduct this primary
research themselves, and must rely 
on secondary research available 
from reliable sources.
However, competent consultants 
and analysts must thoroughly under­
stand the types and sources of 
research and data available, as well as 
the limitations on the basic applica­
tion of this type of secondary 
research to their analysis on behalf 
of providing useful guidance to 
clients. Quite often it may be more 
cost effective and beneficial to the 
quality of the work product to utilize 
the services of an industry-savvy 
research firm, fully familiar with the 
availability of specific sources, as well 
as the scope, application, and limita­
tions of the research data required 
by the consultant.
I. SOURCES OF MANAGED CARE 
INFORMATION
The following sources of informa­
tion provide research  data and 
analysis for Managed Care Organi­
zations. M anaged Care Organization 
(MCO) is the term applied to an 
organization that provides manage­
ment services (that is, administra­
tive functions) for the reduction or 
control of healthcare costs. Gener­
ally, MCOs offer their services to 
corporations and insurers. (Hitch­
ner, James R. F inancia l Valuation: 
Applications and Models. Hoboken, 
NJ: John Wiley and Sons, Inc., 2002, 
p. 678.)
• The Guide to the Managed Care Indus­
try. (annual) HCIA. 300 East Lom­
bard Street, Baltimore, MD 21202; 
(800) 568-3282.www.solucient.com.
• The In terS tudy Com petitive Edge. 
(semi-annual) InterStudy Publica­
tions. P.O. Box 4366, St. Paul, MN 
55104; (800) 884-3351.www.bna.com.
• M a n a g ed  Care T rends D igest. 
(annual) Aventis Pharmaceuti­
cals. 399 Interpace Parkway, Par­
sippany, NJ 07054; (800) 529- 
9615. www.managedcaredigest.com.
• PULSE. (monthly) The Sherlock 
Company. P.O. Box 413, 
Gwynedd, PA 19436; (215) 628- 
2289. www.sherlockco.com.
II. HEALTHCARE COMPENSATION 
RESOURCES
Compensation trends are important 
in the analysis of potential future 
earnings and the value of healthcare 
entities. The compensation and ben­
efits package may often be the 
largest expense for healthcare ser­
vice businesses. The following 
sources provide statistical informa­
tion regarding compensation pat­
terns and trends in the various seg­
ments of the healthcare industry.
• Academic Practice Faculty Compensa­
tion and Production Survey. (annual) 
Medical Group Management Asso­
ciation. 104 Inverness Terrace 
East, Englewood, CO 80112-5306; 
(888) 608-5601.www.mgma.org.
• Group Practice Physician Compensa­
tion Trends and Productivity Correla­
tions Survey. (annual) American 
Medical Group Association. 1422 
Duke Street, A lexandria, VA 
22314; (703) 838-0033.www.amga.org.
• The Healthcare Executive Assistants’ 
Professional Development Check-Up. 
(annual) American Hospital Asso­
ciation. One N orth Franklin, 
Chicago, IL 60606. www.aha.org.
• Management Compensation Survey. 
(annual) Medical Group Manage­
ment Association. 104 Inverness 
Terrace East, Englewood, CO 
80112-5306; (888) 608-5601. 
www.mgma.org.
• Modern Healthcare, Physician Com­
pensation Report. (annual) Modern 
H ealthcare. 965 E. Jefferson, 
Detroit, MI 48207; (800) 678- 
9595. www.modernhealthcare.com.
• Physician Compensation and Produc­
tion  S u rvey . (annual) Medical 
Group Management Association. 
104 Inverness Terrace East, Engle­
wood, CO 80112-5306; (877) 275- 
6462. www.mgma.org.
• Physician Socioeconomic Statistics. 
American Medical Association, 
C enter for H ealth  Policy 
Research. 535 North Dearborn 
Street, Chicago IL 60610; (800) 
621-8335. www.ama-assn.org.
• Physician Executive Compensation 
Report. (annual) Physician Execu-
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tive Management Center. 4014 
Gunn Highway, Suite 160, 
Tampa, FL 33624-4787; (813) 
963-1800. www.physicionexecutive.com.
• P hysician  Salary Survey Report. 
(annual) Hospital & Healthcare 
Compensation Service. John R. 
Zabka Associates, Inc. PO Box 376, 
Oakland, NJ 07436. www.hhcsinc.com.
• The Survey o f Dental Practice: Income 
from the Private Practice o f Dentistry. 
(annual) American Dental Associ­
ation, Bureau of Economic and 
Behavioral Research. 211 East 
Chicago Avenue, Chicago, IL 
60611; (312) 440-2568. www.ada.org.
III. EXPENSE BENCHMARKING DATA
A valuation analysis includes a com­
parison of the relative cost and 
expenses of the business being val­
ued to those of the industry. Some 
key financial indicators in medical 
practices are staff salaries as a per­
centage of collections, occupancy 
costs as a percentage of collection, 
num ber of patien t visits by each 
physician. The following sources pro­
vide operating  expense data in 
healthcare service businesses and 
practices.
• A nnual Expenses o f Operating a Pri­
vate Practice. (annual) American 
Dental Association, Bureau of Eco­
nomic and Behavioral Research. 
211 East Chicago Avenue, Chicago, 
IL 60611; (312) 440-2568.www.ada.org.
• Cost S u rvey . (annual) Medical 
Group Management Association. 
104 Inverness Terrace East, Engle­
wood, CO 80112; (877) 275-6462. 
www.mgma.org.
• Group Practice Survey o f Key Medical 
Management Information. (annual) 
American Medical Group Associa­
tion. 1422 Duke Street, Alexan­
dria, VA 22314-3430; (703) 838- 
0033. www.amga.org.
• Statistics: Medical and Dental Income 
an d  Expense Averages. (annual) 
National Association of Healthcare 
Consultants, Society of Medical 
and Dental Management Consul­
tants, and the PM Group. Corpo­
rate Headquarters. 432 N. Saginaw
Street, Suite 816, Flint, MI 48502;
(810) 234-8852. www.healthcon.org.
IV. HOSPITAL STUDIES
• A H A  Hospital Statistics. (annual) 
American Hospital Association. 
One North Franklin, Chicago, IL 
60606; (800) 242-2626. www.aha.org.
• The Alm anac o f Hospital Financial 
&  Operating Indicators— A Compre­
hensive Benchmark o f the N ation's 
Hospitals. (annual) Ingenix Pub­
lishing Group. 2525 Lake Park 
Blvd., Salt Lake City, UT 84120. 
www.ingenix.com.
• The Comparative Performance o f U.S. 
Hospitals: the Sourcebook. (annual) 
HCIA and Deloitte & Touche, 
LLP. 300 East Lombard Street, 
Baltimore, MD 21202; (800) 568- 
3282. www.hcia.com.
V. AMBULATORY SURGERY CENTER 
STUDIES
• Am bulatory Surgery Center Perfor­
mance Survey. (annual) Medical 
Group Management Association. 
104 Inverness T errace  East. 
Englew ood, CO 80112-5306; 
(877) 275-6462. www.m gm a.org.
• Freestanding Outpatient Surgery Cen­
ters: Report and Directory. (annual) 
SMG Marketing Group Inc. 875 
North Michigan Ave., Suite 3100, 
Chicago, IL 60611; (877) 764- 
4357. www.marketresearch.com.
VI. COMPARABLE HEALTHCARE 
TRANSACTIONS DATA
• “Bizcomps.” (annual) Jack R. 
Sanders. Asset Business Appraisal. 
PO Box 711777, San Diego, CA 
92171. www.bizcomps.com.
• “Done Deals Data.” (Database with
quarterly updates) NVST. 14450 
NE 29th Place, Suite 108, Bellevue, 
WA 98007; (800)809-0666.
www.donedeals.nvst.com/pDONHome.asp.
• ‘‘The Goodwill Registry.” (annual) 
The H ealth Care Group, Inc. 
Meetinghouse Business Center, 
140 West Germantown Pike, Suite 
200, Plymouth Meeting, PA 19462; 
(610) 828-3888. www.healthcaregroup.com.
• “The Health Care M&A Report.”
(quarterly) Irving Levin Associ­
ates, Inc. 237 Elm Street 2nd 
Floor, New Canaan, CT, 06840. 
(203) 966-4343. www.levinassociates.com.
• ‘The Institute of Business Apprais­
ers — Market Data Resources 
Database.” (Search results avail­
able to members). The Institute of 
Business Appraisers. PO Box 1447, 
Boynton Beach, FL 33425. (407) 
732-3202. www.go-iba.org.
• “Mergerstat Review.” (annual with 
quarterly updates) Applied Finan­
cial Information L.P. 1933 Pontius 
Avenue, Los Angeles, CA 9 0 0 2 5 ;  
( 8 0 0 )  4 5 5 - 8871.w w w .m ergersta t.com .
• “Pratt’s Stats.” Business Valuation 
Resources. 7412 SW Beaverton- 
Hillsdale Hwy., Suite 106, Port­
land, OR 97225; (888) BUS- 
VALU. www.bvmarketdata.com.
• The Securities and Exchange 
Commission 10-K and 10-Q 
reports. www.freeedgar.com.
VII. MISCELLANEOUS INDUSTRY SPECIFIC 
SOURCES
• Estimated Useful Lives o f Depreciable 
Hospital Assets. Revised 1998 edi­
tion. American Hospital Publish­
ing, Inc. 1747 West H ubbard, 
Chicago, IL 60622; (800) 242- 
2626. www.aha.org.
• M a rk e t R esearch  H a n d b o o k . 
(annual) Richard K. Miller & 
Associates, Inc. 5880 Live Oak 
Parkway, Suite 270. Norcross, 
GA 30093; (770) 416-0006. 
www.rkm illerinc.com .
• M edicare RBRVS: the P hysic ians’ 
Guide. (annual) American Med­
ical Association. 515 North State 
Street, Chicago, IL 60610; (800) 
621-8335. www.ama-assn.org.
• The O ffic ia l A B M S  D irectory o f  
Board Certified M edical Specialists. 
(annual) Marquis W ho’s Who. 
Reed Elsevier, Inc. 121 Chanlon 
Road, New Providence, NJ 07974; 
(908) 464-6800. www.abms.org.
• Physician Characteristics and Distrib­
ution in the U.S. (annual) Ameri­
can Medical Association. 515 
North State Street, Chicago, IL 
60610. www.ama-assn.org.
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Stedman’s Medical Dictionary. 25th 
edition. Williams & Wilkins, 1989. 
351 West Camden Street, Balti­
more, MD 21201-2436; (800) 527- 
5597. www.stedmans.com.
VIII. RESOURCES FOR RETIREMENT 
FACILITIES
Retirement Facilities: Regulatory Environment:
• “State Assisted Living Policy: 1998 
Section I.” Office of the Assistant 
Secretary for Planning & Evalua­
tion, June 1998.
• “State Assisted Living Policy: 1998 
Section III.” Office of the Assis­
tant Secretary for Planning & 
Evaluation, June 1998.
Retirement Facilities: Industry:
• Assisted L iving M anual. D’Angelo, 
Horace. [S.l.]: Assisted Living 
Facilities Association of America,
1995.
• National Study o f Assisted L iving for
VALUATION REFERENCES ON 
HEALTHCARE SERVICE ORGANIZATIONS
R e fe ren ces  p ro v id e d  by R o b e rt Jam es C im a s i, ASA, CBA, AVA, FCBI, CMP
HEALTHCARE SERVICE ORGANIZATIONS
• Cimasi, Robert James. The Valua­
tion  o f  H ea lthcare  E n tit ie s  in  a 
C h ang ing  R egulatory a n d  R eim ­
bursement E nvironm ent. [Course 
textbook for the Institute of Busi­
ness Appraisers’ Course #1011]. 
Plantation, FL: The Institute of 
Business Appraisers, 2000.
• Cimasi, Robert James. A Guide to 
C onsu lting  Services fo r  Em erging  
H ea lthcare  O rg a n iza tio n s. New 
York, NY: John Wiley & Sons Inc., 
1999.
• Gimmy, Arthur E., and Charles R 
Baumbach. The Analysis and Valu­
ation  o f  H ealth  Care Enterprises. 
Chicago, IL: Appraisal Institute, 
1996 and 1997.
• Hitchner, James, editor. F inan­
cial V aluation: A pplica tions and
the Frail Elderly: Literature Review 
Update. Lewin, VHI. Research Tri­
angle Park NC: Lewin-VHI, Inc.,
1996.
• A  National Study o f Assisted L iving  
fo r  the Frail Elderly: Report on In- 
depth Interview s w ith Developers. 
Manard, Barbara B., and Rose­
mary Cameron. Washington, DC: 
The Lewin Group, Inc., Decem­
ber 1997.
• A n  Overview o f the Assisted L iving  
Industry. Assisted L iv in g  Facilities 
Association o f America. Fairfax VA: 
Assisted Living Facilities Associa­
tion of America, 1993.
• Senior Housing: Looking Toward the 
Third Millennium. Gimmy, Arthur 
E. et al. Chicago: The Appraisal 
Institute, 1998.
• The A n a ly s is  a n d  V a lu a tio n  o f  
H ealth Care Enterprises. Gimmy, 
Arthur E. and Charles R. Baum­
bach. Chicago: The Appraisal 
Institute, 1997.
Models. Hoboken, NJ: John Wiley 
and Sons, Inc., 2002.
• McLean, Robert A. Financial M an­
agement in Health Care Organiza­
tions. (Health Services Administra­
tion Series) Delmar, 1997.
VALUATION OF MEDICAL PRACTICES
• Bodenger, George W., Gabriel L. 
Imperato, Lauren McNulty, and 
James J. Unland. A Guide to Buying 
Physician Practices. Washington 
DC: Atlantic Information Services, 
1995.
• Cimasi, Robert James. Appraisal 
M D pro. V aluation  software and  
users manual. New York, NY: John 
Wiley & Sons, ValuSource Divi­
sion, released March 2000.
• Cimasi, Robert James. A n  Exciting 
Insight into the Health Care Industry
Retirement Facilities: Expense and Operational Data:
• Assisted L iv in g  Development Cost 
Survey. Newark, DE: Capital Valu­
ation Group, 1996.
• Assisted L iving Strategies fo r  Chang­
ing  M arkets: H ow For-profits and  
Not-for-profits Can Still Prosper While 
Serving Seniors. Moore, Jim. 21st 
Century Senior Life Series. Fort 
Worth, TX: Westridge Publish­
ing, 2001.
• Senior L iv ing  Communities: Opera­
tions M anagem ent and M arketing  
fo r Assisted Living, Congregate, and  
Continuing-care Retirement Commu­
nities. Pearce, Benjamin W., Balti­
more, MD: The Johns Hopkins 
University Press, 1998.
Robert James Cimasi, ASA, CBA, AVA, 
FCBI, CMP, is President of Health Capital 
Consultants, S t. Louis, MO, (8 0 0 ) FYI- 
VALU.
a n d  M edica l Practice V alua tion . 
Advanced Business Valuation Cer­
tificate of Educational Achieve­
m ent (BVA CEA) Program  
(BVA-HC). Jersey City, NJ: Ameri­
can Institute of Certified Public 
Accountants, 2002.
• Cimasi, R obert Jam es, Lester 
Barenbaum , and Bonnie 
O ’Rourke. H ealth Care Industry  
a n d  M edica l Practice V alua tion . 
Advanced Business Valuation Cer­
tificate of Educational Achieve­
m ent (BVA CEA) Program  
(BVA-HC). Jersey City, NJ: Ameri­
can Institute of Certified Public 
Accountants, 1997.
• Cosman, Madeleine Pelner, and 
Thomas Russell Lang. Selling the 
Medical Practice: the Physicians’ and  
Surgeons’ Guide. Tenafly, NJ: Bard 
Hall Press, 1988.
• Dietrich, Mark O. Medical Practice 
Valuation Guidebook: Including the 
in flu en c e  o f  m anaged  care. San 
Diego, CA: Windsor Professional 
Information, 1999 and 2001.
• Hawkins, G.B. and Michael A.
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Paschall. CCH Business Valuation 
Guide. Chicago, IL: CCH Incorpo­
rated.
• Krider, Bruce G. V a lu a tio n  o f  
P hysic ian  Practices a n d  C linics. 
Gaithersburg, MD: Aspen Publish­
ers Inc, 1997.
• Marcinko, David, Ed. Financial 
Planning for Physicians and Health­
care Professionals 2002 and Finan­
cial P la n n in g  fo r  Physicians and  
Healthcare Executives 2003. Includ­
ing the chapters “The Valuation 
of Healthcare Entities in a Chang­
ing Regulatory and Reimburse­
ment Environment” and “Valua­
tion of H ealthcare Assets,” by 
Robert James Cimasi. Aspen Pub­
lishers, 2001, 2002.
• M edical Practice Buy-ins and  Pay­
ou ts. Plym outh M eeting, PA: 
Health Care Group, 1992.
• Practice V aluation and  Goodwill. 
The Physician's Advisory Vital Topic 
Series. Conshohocken, PA: Advi­
sory Publications, 1998.
• Reiboldt, J. Max. A ssessing  the 
Value o f the M edical Practice: the 
physician's handbook fo r  measuring 
a n d  m a x im iz in g  practice  va lue. 
Practice Success Series. Norcross, 
GA: Coker Publishing Inc, 1996.
• Reiboldt, J. Max. Buying, Selling, 
and O w ning the M edical Practice. 
Practice Success. Norcross, GA: 
Coker Publishing Inc, 1996.
• Selling Your Medical Practice. [S.l.]. 
Plymouth Meeting, PA: Health 
Care Group, [1995].
• Techniques: For Measuring the Value 
o f a Medical Practice. [S.l.]: Med­
ical Society of New Jersey, 1987.
• Tinsley, Reed, Ronda Sides, and 
Greg Anderson. V aluation o f a 
M edical Practice. New York, NY: 
John Wiley and Sons Inc, 1999.
• Unland, James J. U nderstanding  
the Valuation o f Medical Practices. 
Chicago, IL: H ealth  Capital 
Group, 1989.
• Valuing a Medical Practice: A Short 
G uide fo r  B uyers a n d  Sellers. 
Chicago, IL: American Medical 
Association, 1987.
• West, Thom as L., and Jeffrey
D.Jones, Eds. Handbook o f B usi­
ness V a lu a tio n . 2nd ed ition . 
Including the chapter “Valuing 
Medical P ractices” by Robert 
Jam es Cimasi. New York, NY: 
John Wiley & Sons Inc., 1998.
VALUATION OF PROFESSIONAL PRACTICES
• Crandall, Arthur L. Valuation o f 
Businesses and Professional Practices 
with Revenues Under $20  M illion. 
New York: American Institute of 
Certified Public Accountants,
1987.
• Ginsberg, Linda G. Financial Val­
uation o f Your Practice. Los Ange­
les: Practice Management Infor­
mation Corporation, 1991.
• Horvath, James L. Valuing Profes­
siona l Practices. Riverwoods IL: 
Commerce Clearing House Inc, 
1990.
• Pratt, Shannon P., R obert F. 
Reilly, and Robert P. Schweihs, 
Valuing Small Businesses &  Profes­
sional Practices. 3rd edition. New 
York: McGraw-Hill, 1998.
• Reilly, Robert F., and Robert P. 
Schweihs. The H a ndbook  o f  
Advanced Business Valuation. New 
York: McGraw-Hill, 1999.
• Reilly, Robert F. and Robert P. 
Schweihs. V a lu in g  P rofessional 
Practices: A  Practitioner's Guide. 
Chicago, IL: Commerce Clearing 
House Inc., 1997.
• Trugman, Gary R. Understanding 
B usiness V a lua tion : A  P ractica l 
Guide to Valuing Small to Medium­
sized Businesses. Second edition. 
New York: AICPA, 2003.
VALUATION OF MEDICAL PRACTICES FOR 
LITIGATION PURPOSES
• Brown, Ronald L., Ed. V alu ing  
Professional Practices and Licenses: A  
Guide fo r  the M atrim onia l Practi­
tioner. Including  the chap ter 
“Medical practice valuation in a 
changing m arket,” by Robert 
James Cimasi. Aspen Law & Busi­
ness (2nd edition 1997, 3rd edi­
tion 2002, and 4th edition 2003).
• Dietrich, Mark O. Valuation Tips 
for Attorneys: The Companion Guide
to the M edical Practice V aluation  
Guidebook 2001-2002. San Diego, 
CA: Windsor Professional Infor­
mation, 2001.
• Feder, Robert D., Ed. Valuing Spe­
cific Assets in Divorce. Including the 
chapter “Medical practice valua­
tion in divorce,” by Robert James 
Cimasi and Lester Barenbaum. 
Aspen Law & Business, 2000.
VALUATION OF MEDICAL PRACTICES FOR 
MERGERS AND ACQUISITIONS
• Buying &  Selling Medical Practices: 
a Valuation Guide. Chicago, IL: 
1990.
• Executive Enterprises. Medical Merg­
ers and Acquisitions (1994: Dallas, 
TX). Dallas, TX: Executive Enter­
prises, 1994.
• Hekman, Kenneth M. Buying, Sell­
ing, &  M erging Medical Practices: 
How to Structure, Negotiate, &  Imple­
ment Transactions for Long-term Suc­
cess. New York: McGraw-Hill, 1996.
• Hekman, Kenneth M. Buying, Sell­
ing  &  Merging a Medical Practice: 
Proven Valuation and  Negotiation  
Strategies. Chicago, IL: Irwin Pro­
fessional Publishing, 1997.
• Schaub, Gary R. Selling or Buying a 
Medical Practice. Oradell, NJ: Med­
ical Economics Publishing, 1988.
SPECIALTY AND DENTAL PRACTICES
• Domer, Larry, and Randall Bern­
ing. Successful Valuation o f a Dental 
Practice. Chicago, IL: American 
Dental Association, 1992.
• Domer, Larry, Randall Berning, 
and James Bramson. Valuing a Prac­
tice: A  Guide fo r  Dentists. Practice 
Management Series. [S.l.]: Ameri­
can Dental Association, 1996.
• Gimmy, Arthur E., and Brian B. 
Woodworth. Fitness, Racquet Sports, 
a n d  Spa Projects: A  G uide to 
Appraisal, Market Analysis, Develop­
ment, and Financing. Chicago, IL: 
Appraisal Institute, 1989.
• Jackson, James B., and Roger K. 
Hill. New Trends in Dental Practice 
Valuation and Associateship Arrange­
m ents. Practice M anagem ent 
Series. Chicago, IL: Quintessence
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Publishing Co, Inc, 1987.
• Mennis, Edmund A. Financing the 
Purchase and Sale o f Dental Practices. 
Dental H ealth Policy Analysis 
Series. Chicago, IL: American 
Dental Association, 2000.
• Rhoades, Philip W. The Valuation 
of a Physical Therapy Practice. 2nd. 
edition. Washington, D.C.: Ameri­
can Physical Therapy Association,
2003.
• Shangold, Jules, and Frank 
Greenberg. How to Buy, Sell, and  
Share a Practice o f Podiatric Medi-
SOLUTIONS AND RESOURCES FOR 
MEETING PROFESSIONAL CHALLENGES
In  recent years, every Fall, the AICPA hosts conferences o f interest to CPA experts. This 
year’s conferences on fraud, litigation, and business valuation services promise once 
again to meet the high standards set fo r keeping practitioners informed and up to date.
Fraud scandals and subsequent litiga­
tion continue to dominate the head­
lines and to create challenges for the 
accounting profession. The AICPA 
National Conference on Advanced 
Litigation Services and the AICPA 
National Conference on Fraud offer 
solutions and resources to meet these 
challenges. These two conferences 
will be held simultaneously at the JW 
Marriott Desert Ridge, Phoenix, Sep­
tember 27-28, 2004. Practitioners can 
attend two timely conferences for the 
price of one. All attendees are 
encouraged to switch between confer­
ences to acquire more diverse knowl­
edge to bring back to their offices.
AICPA NATIONAL CONFERENCE ON FRAUD
At this cutting-edge forum, you’ll 
learn  the latest techniques and 
receive practical advice from leading 
specialists in fraud prevention, detec­
tion, and investigation. Conference 
highlights include sessions on
• Em erging fraud techniques, 
issues, and responsibilities.
  Answers to the questions posed by 
Sarbanes-Oxley, SAS 99 and other
cine. M ount Kisco, NY: Futura 
Publishing Company Inc., 1977.
HOSPITALS AND HEALTHCARE CENTERS
• Unland, James J. The Valuation of 
Hospitals &  Medical Centers: Analyz­
ing and M easuring Hospital Assets 
and  M arket Value. Chicago, IL: 
Probus Publishing Company, 
1993.
• Unland, James J. Valuation o f Hos­
pitals and Medical Centers. Chicago, 
IL: Health Management Research 
Institute, 1989.
Congressional, SEC and account­
ing mandates.
* U pdate on investigative tech­
niques—the “how-to” aspect of 
fraud identification, investigation 
and prosecution.
AICPA NATIONAL CONFERENCE ON 
ADVANCED LITIGATION SERVICES
This conference can bring you up to 
date with the latest standards as well 
as hone your expert witness skills and 
testifying ability. Industry profession­
als, consultants, lawyers, educators, or 
government employees interested in 
litigation will benefit from attending.
The conference highlights 
include:
* The impact of Sarbanes-Oxley 
and its effects on litigation service 
practices and the CPA.
• Special Report 03-1, Litigation Ser­
vices and Applicable Standards.
• Dealing with “Daubert challenges.”
AICPA 2004 NATIONAL BUSINESS 
VALUATION CONFERENCE
Located at the two-year old JW Mar­
riott Grande Lakes in Orlando, this
ELDERCARE-RELATED VALUATIONS
• Gimmy, A rthur E., Susan B. 
Brecht, and Clifford J. Dowd. 
Senior Housing: Looking Toward the 
Third Millennium: A guide to valua­
tion, market analysis, design, develop­
ment, and financing. Chicago, IL: 
Appraisal Institute, 1998.
• Gimmy, Arthur E., and Michael 
G. Boehm. Elderly H o u sin g : A  
Guide to Appraisal, Market Analy­
sis, D evelopm ent, &  F in a n c in g . 
Chicago, IL: Appraisal Institute,
1988.
year’s BV Conference is scheduled 
for November 7-9, 2004. Business 
valuation professionals keep return­
ing to this conference because BV 
practitioners at every level learn the 
latest advances in the field to help 
them perform more effectively and 
gain new strategies to continue to 
grow their practices. This year’s 
AICPA National Business Valuation 
Conference promises to be the most 
memorable event yet.
Four diverse tracks are tailored to 
the needs of practitioners at all levels 
of experience:
Core: Designed to appeal to partic­
ipants desiring an application of 
the subject materials, as well as 
those with limited or no valuation 
experience.
Litigation: Designed to provide 
insight into the nature of valua­
tion or damage cases in the con­
text of litigation.
Hot Issues: Designed for the more 
experienced  p rac titioner to 
explore the developing issues in 
the field.
• Value-added Services: Designed to 
explore ways in which you can 
stretch your valuation expertise 
into other potential value-added 
services.
Go to ww w .cpa2biz.com /conferences for
more information on these confer­
ences and registration or call 1-888- 
777-7077.
Recommended CPE Credit: 24 
credits (main), 3 credits (optional).
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FASB ISSUES
PROPOSAL ON 
FAIR VALUE 
MEASUREMENTS
In response to requests from con­
stituents to improve the curren t 
guidance for measuring fair value, 
the Financial Accounting Standards 
Board (FASB) has published an 
Exposure Draft, Fair Value Measure­
ments.
The Exposure Draft seeks to 
establish a framework for measuring 
fair value that would apply broadly to 
financial and nonfinancial assets and 
liabilities, improving the consistency, 
comparability, and reliability of the 
measurements. The fair value frame­
work would clarify the fair value
measurement objective and its appli­
cation under other authoritative pro­
nouncements that require fair value 
measurements. Thus, the Exposure 
Draft would replace any curren t 
guidance for measuring fair value in 
those pronouncements. Since the 
Board added the p ro ject to its 
agenda one year ago, the staff and 
members of the Board have con­
sulted with valuation experts and 
other interested parties. “An impor­
tant aspect of this project is to pro­
vide guidance for measuring fair 
value that can be generally under­
stood and consistently applied by 
preparers, auditors, and valuation 
professionals,” said Linda A. McDon­
ald, FASB Project Manager.
The Exposure Draft also would 
expand current disclosures about 
the use of fair value to measure 
assets and liabilities. The disclosures 
focus on the methods used for the
m easurem ents and would apply 
whether the assets and liabilities are 
measured at fair value in all periods 
such as trading securities or in only 
some periods such as im paired 
assets.
FASB member Leslie F. Seidman, 
Board collaborator for the project, 
said, “I think this proposed standard 
will clarify the approach that should 
be used in estimating fair value. The 
proposed disclosures should help 
investors evaluate the extent of fair 
value being used presently in the 
financial statements and the effect 
on earnings.”
The com m ent period for the 
Exposure Draft ends September 7,
2004. The Board plans to hold a 
public roundtable meeting in Sep­
tember 2004 to gather additional 
input. The document is available on 
the FASB’s Web site a t  www.fasb.org
GROWTH NICHE:
FORENSIC ACCOUNTING
According to the 2004-05 Occupa­
tional Outlook H andbook, the U. S. 
Bureau of Labor Statistics thinks 
forensic accounting is a growth area:
“Increased awareness of financial 
crim es such as em bezzlem ent, 
bribery, and securities fraud 
will...increase the demand for foren­
sic accountants to detect illegal 
financial activity by individuals, com­
panies, and organized crime rings. 
Com puter technology has made 
these crimes easier to commit, and it 
is on the rise. But development of 
new computer software and elec­
tronic surveillance technology has 
also made tracking down financial 
criminals easier, thus increasing the 
ease and likelihood that forensic 
accountants will discover their
crimes. As success rates of investiga­
tions grow, demand will also grow 
for forensic accountants.”
For more on the job outlook for 
accountants and auditors, visit 
www.bls.gov/oco/ocos001.htm.
ANOTHER GROWTH NICHE
Looking for a growth niche?
Consider the sport of kings. Not 
the traditional one—horseracing— 
but patent litigation. Douglas J. Kline 
gave patent litigation this label in an 
article he wrote for Massachusetts 
Institute of Technology’s online 
Technology Review (April 28, 2004). 
Kline cites data from the American 
Intellectual Property Law Association 
which demonstrates that patent liti­
gation not only is a “growth indus­
try,” but also is lucrative.
Kline reports, “During the twelve- 
month period ending September 9, 
2003, U.S. patent owners filed 2,788 
patent infringement lawsuits, a 13 
percen t increase over the same 
period five years earlier. Similarly, in 
2003 the U.S. issued 187,487 patents,
a 22 percent increase over 1999. 
Patent litigation has become the 
sport of kings.”
Litigating a patent commands 
kingly fees. When between $1 mil­
lion and $25 million is at risk, the 
cost usually exceeds $2 m illion 
between trial and appeal. Costs 
exceed $4 million when more than 
$25 million is at risk.
Kline is a partner at the Boston 
law firm of Testa, Hurwitz & 
Thibeault ( w w w .th t.c o m ) ,  where he 
chairs the patent and intellectual 
property practice group and the 
in te llectual property  litigation 
group.
PROOFREADING PAYS
A federal magistrate judge’s ruling 
may have an impact on fees related 
to producing a written expert witness 
report. In The Legal Intelligencer (Feb­
ruary 25, 2004), Shannon P. Duffy 
reports that although the attorney 
secured a $430,000 verdict in a civil 
rights suit, the judge characterized
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his written work as “careless” and full 
of typographical errors. Conse­
quently, he ruled that the lawyer’s 
court-awarded fees for his work on 
the pleadings be slashed to half his 
rate for courtroom work.
The judge reasoned  that the 
lawyer’s “complete lack of care in his 
written product showed disrespect 
for the court. His errors, not just 
typographical, caused the court a 
considerable am ount of work. 
Hence, a substantial reduction is in 
order.”
In response to the defense 
lawyers’ complaint that the typos in 
the plaintiff s attorney’s work were 
“epidem ic,” the offending lawyer 
offended the court even further. He 
wrote, “As for there being typos, yes 
there have been typos, but these 
errors have not detracted from the 
arguments or results, and the rule in 
this case was a victory.... Further, 
had the Defendants not tired [sic] to 
paper Plaintiff’s counsel to death, 
some type [sic] would not have 
occurred. Furthermore, there have 
been omissions by the Defendants, 
thus they should not case [sic] 
stones.”
In a subsequent letter, the lawyer 
misspelled the judge’s name.
Conceivably, such punishm ent 
could trickle down to CPAs and 
other experts if they are careless in
Correction of "Q & A" on page 7 of Spring 2004 issue
The geometric mean may be used with negative percentage observations when 
computing a compound annual growth rate (CAGR). For example, if income 
grew 9% the first year, declined 6% the second year, and gained 14% the third 
year, we can use the formula: (1.09 x .94 x 1.14)_ = 1.05314. Using Excel, we 
obtain the answer with the following formula: “= (1 .0 9 *.94 *1 .14 )^( l / 3 ) ”. As 
noted in the Spring 2004 issue, it’s necessary to add a value of “+1” to each 
percentage. Thus, for the 6% loss, we use “(1 -  .06)” or .94 as one of the 
observations for computing the geometric mean in this example. Subtracting 
“1” from the cube root results in a CAGR of 5.314%. We take the cube root 
because this example uses three observations. The arithmetic mean in this 
example is (9 -  6 + 1 4 )/3  = 5.7%. For more reading on both measures, see 
“Quantitative Methods for Investment Analysis” published by Association for 
Investment Management and Research.
presenting  w ritten reports. The 
moral of this story then is “Dot your 
eyes and cross your teas, and don’t 
rely just on your spellcheck.”
WEB SITE ON
ENTREPRENEURSHIP
W W W .HBS.EDU/ENTREPRENEURS/
“A video archive that captures 
insights from leading members of 
the [Harvard Business] School’s 
entrepreneurial community. Entre­
preneurs speak on a common set of 
themes including their development 
as entrepreneurs, strategies for iden­
tifying opportunity, and leadership.” 
Each is available as both video and 
transcript, and includes links to 
related HBS case studies.
Courtesy of Marylaine Block’s “Neat New 
S tu ff” new sletter (m arylaine.com /sub- 
scrib.html)
NEW MEMBERSHIP 
SECTION LAUNCHED
Last fall, the AICPA Board approved 
the launch of the BV/FLS (Business 
Valuation/Forensic and Litigation 
Services) Membership Section to 
better serve the needs of the majority 
of members of the Consulting Ser­
vices (CS) Membership Section. Dur­
ing 2003, the AICPA reached out to 
CS Section members through mar­
ket research surveys and Town Hall 
teleconferences to better understand 
their needs and interests. Approxi­
mately 80 percent of the CS Mem­
bership Section said they focused 
much of their time on business valu­
ation and forensic and litigation ser­
vices. (FLS). If you’re a CS Member­
ship Section m em ber, you were 
automatically enrolled in the new 
BV/FLS M embership Section in 
June. If you prefer not to be a mem­
ber, opt out when returning your 
dues invoice.
LITIGATION SERVICES 
ENGAGEMENT LETTERS 
PRACTICE AID
The AICPA Forensic and Litigation 
Services Committee has published a 
new practice aid as a benefit for 
members of the recently form ed 
Business Valuation/Forensic & Liti­
gation Services (BV/FLS) Member­
ship Section. BV/FLS Practice Aid 
04-1, Engagement Letters in Litigation 
Services, draws upon and updates 
AICPA Consulting Services Practice 
Aid 95-2, Communicating Understand­
ings in Litigation Services: Engagement 
Letters.
The principal authors of the new 
practice aid are Charles L. Wilkins, 
CPA, and Jeffrey H. Kinrich, CPA. 
Other members of the AICPA Foren­
sic and Litgation Services Committee 
also contributed to the practice aid.
The p ractice  aid contains 
detailed, practical guidance for 
CPAs who assist attorneys in litiga­
tion services engagem ents and 
addresses key elements of commu­
nication, such as terms of services, 
limitations on liability, and inde­
pendence and conflict of interest 
issues.
To help minimize misunderstand­
ings, the practice aid offers guidance 
for addressing the many issues asso­
ciated with engagement letters. The
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appendix includes sample engage­
m ent letters for various types of 
engagements, along with a checklist 
and lists of resources.
Members of the AICPA BV/FLS 
Membership Section should have 
received Practice Aid 04-1 gratis. 
For more information, call 888-777- 
7077 or visit www.cpa2biz.com.
PLANNING YOUR FALL 
CALENDAR
Some AICPA Conferences lined up 
for the Summer and Fall that are of 
interest to CPA experts:
AICPA ADVANCED ESTATE PLANNING 
CONFERENCE
July 2 8 - 3 0 ,  2004
Loews Philadelphia Hotel, Philadelphia
In light of the changing, uncertain 
tax laws, this comprehensive pro­
gram will provide you opportunities 
to gain the most advanced techni­
F Y I . . .  Lite
CPA experts learn with experience how to work with attorneys to ensure 
they understand the expert’s role and that they clarify expectations. 
Sometimes, however, despite an expert’s diligent efforts an attorney’s 
expectations remain unrealistic and can result in an undesireable out­
come.
Attorney Ken Lammers on his Weblog “Crim Law” suggests there are 
ways to tell if an attorney is “a bad lawyer.” Here are a few signs:
• He tells you that his last good case was a “Budweiser.”
• During your initial consultation he tries to sell you Amway.
• He keeps citing the legal case of Godzilla v. Mothra.
Lawyer Lammers offers a few more telltale signs in his Weblog at 
crimIaw :b iogspot.com /2004/05/how -to-te ll-if-you-have-bad lawyer-1.html.
cal training on all current aspects 
of estate and gift p lanning  and 
compliance issues.
AICPA CONFERENCE ON ADVANCED 
LITIGATION SERVICES AND FRAUD
September 2 7 - 2 8 ,  2004
JW  Marriott Desert Ridge, Phoenix 
(For more details, see page 9.)
AICPA NATIONAL BUSINESS VALUATION  
CONFERENCE
November 7 - 9 ,  2004
JW  Marriott Grande Lakes, Orlando, Florida 
(For more details, see page 9.)
For m ore in fo rm ation  abou t 
these conferences, call 1-888-777- 
7077 or log onto www.cpa2biz.com/confer- 
ences. X AICPA
H
arborside Financial C
enter
201 Plaza Three
Jersey City, NJ 07311-3881
ADDRESS SERVICE REQUESTED
FIRST CLASS MAIL 
U.S. POSTAGE
P
A
ID
RIVERDALE, MD 
PERMIT NO. 5165
